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The path to a soft economic landing seems to be widening

3



The US business cycle still looks healthy

4

Boom

Bust



Activity has been resilient to the monetary tightening
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Are we on course for an immaculate disinflation?
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The risks around the outlook appear more balanced
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In contrast, CRE is in the midst of an adjustment…
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…but there are positive signs ahead
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Four key questions for real estate 
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Can AI lift the 

long-term 

outlook?

Is 

globalisation 

over?

Is it a new era 

for inflation 

and rates?

Can we 

expect rate 

cuts this year?
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Supply chains and energy prices have allowed inflation to fall
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Fed will look at the breadth of disinflation
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Surging supply side should relax the Fed
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Monetary policy is still restrictive…
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…and fiscal policy is turning less supportive
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We expect gradualism from the Fed
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Slower growth isn’t just cyclical weakness
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Growth reliant on productivity not employment
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The US may be seeing a return to business dynamism
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A note of caution from history
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AI could provide a long run productivity boost
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Office based employment disrupted by generative AI
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US: Share of displaced workers by 2032US: Displacement by occupation group 
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Deglobalisation to date has been exaggerated
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There has been a striking drop in greenfield FDI to China
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More US firms are considering relocation from China
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We’re in a world of ‘slowbalisation’
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Bigger risk/opportunity is tech decoupling
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US elections set to result in looser fiscal policy...
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…and more protectionism
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Key points

• Trade policy set to remain 
protectionist whoever wins the 
election. 

• But the form of protectionist 
measures is likely to be quite 
different.

• Democrats will likely continue to 
favour industrial subsidies and 
regulation. 

• A Republican administration 
would likely turn to imposing 
more tariffs on the rest of the 
world.
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Market pricing indicates a chance of persistently higher inflation
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Our model suggests we remain in a low inflation regime
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But the pandemic may mark a new era of inflation targeting

36
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Longer-term inflation expectations are less stable now
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Uncertainty remains over the path of rates
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A year of transition

39

Summary

• It is a year of transition for US 
CRE markets, and we think that 
the economic backdrop will 
remain conducive.

• Inflation and interest rates are 
set to fall over the course of the 
year, helping to ease some 
refinancing worries. 

• Generative AI will provide 
opportunities but also represent 
some demand challenges over 
the longer term. 

• The interest rate environment 
remains one of the key risks to 
the outlook.

2022 2023 2024 2025 2026 2027

GDP 1.9 2.5 2.4 1.7 1.9 1.7

   Private consumption 2.5 2.2 2.3 2.0 1.5 1.5

   Fixed investment 0.9 2.0 3.8 4.1 4.2 3.5

   Government consumption -0.9 2.7 1.3 0.5 0.6 0.8

   Exports of goods and services 7.0 2.7 2.0 3.6 5.9 5.8

   Imports of goods and services 8.6 -1.6 1.7 4.6 5.3 5.0

Industrial production 3.4 0.2 0.6 2.1 1.6 1.5

Consumer prices 8.0 4.1 2.8 2.1 2.1 2.0

Unemployment rate (%) 3.6 3.6 3.9 4.1 4.2 4.2

Government balance (% of GDP) -5.3 -6.2 -5.7 -5.3 -5.5 -5.4

Fed Funds (%, EOP) 4.38 5.38 4.63 3.63 2.63 2.25

10yr UST yield (%, EOP) 3.88 3.88 3.79 3.49 3.37 3.35

Total RE Return 5.5 -9.3 3.4 7.5 7.5 6.7

Income Return 3.9 4.4 4.6 4.5 4.5 4.5

Capital Return 1.6 -13.6 -1.2 2.9 3.0 2.2

NOI yield 3.9 4.9 5.0 4.9 4.8 4.8

Forecast for United States

(Annual percentage changes unless specified)



40

Questions?

Scan to download related research 
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